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PUBLIC TESTIMONY RELATING TO THE REAL PROPERTY TAX~ ~

EXEMPTION FOR HISTORIC RESIDENTIAL REAL PROPERTY —

By JohnI-I Robinson,2727ManoaRoad,Honolulu,HI 96821 tel (808)341-32T7 ~
Aprilll,2011 ~

Introduction: r
This submissionto theHonoluluCity Councilproposesanalternativesolutionto th~
well-publicizedissuessurroundingthecurrentpropertytax creditgrantedto ownersof
residentialpropertieslistedon theHawaii RegisterofHistoric Places.Althoughthis new
proposalincorporatessomeelementspresentedin 2010Bill ~s 55 and 57 and2011 Bill
#s2, 3, and4, its distinguishingfeatureis thatit rejectsblunt-edgesinglesolutionsin
favor ofamulti-facetedapproachthat betterservestheinterestsofall constituencies.
Specifically,thesolutionproposedherein(1) addressesthecurrentbudgetcrisisandthe
City andCounty’s needfor increasedpropertytax revenue,(2) acknowledgesthefailings
ofSection8-10.22in its currentform by proposingmorestringentqualificationcriteria,
stricterenforcement,andgreaterpunitivemeasuresfor lackof compliance,and(3)
createsandimproveseconomicincentivesto preserveOahu’scultural andarchitectural
heritage.

Sunimarv
• Section8-10.22,RevisedOrdinancesofHonolulu 1990providesanexemption

from realpropertytaxesto residentialpropertyownerswhosehomesarelistedon
theHawaii Registerof HistoricPlaces(“Chapter6E”). This registerwas
establishedby theStatelegislaturein 1976in recognitionofthevalueof
conservingandpreservingthe stateshistoric culturalandarchitecturalheritagefor
futuregenerations.

• Recentmediaexposeshavehighlighteda lackofenforcementof theOrdinance’s
requirementsthatallowpropertyownersto receivethepropertytax exemption
andhavealsosuggestedthat theOrdinance,in its currentform,offerslittle public
benefit while unfairlyexemptingoftenaffluenthomeownersfrom payingtheir
fair sharefor municipalservices.

• TheCity’s currentfiscalbudgetcrisiscombinedwith thepublicoutcryover
perceivedunfairnessoftheOrdinanceunderstandablymakesthepropertytax
exemptionunderSection8-10.22atarget for repealorrevision.

• SinceabusesofSection8-10.22werehighlightedin themediain mid-2010,five
City Council “Bills for anOrdinance”havebeenintroducedproposingto repeal
and/orreplacethecurrentOrdinance.Thesebills, all ofwhich arestill active,are
2010Bill #s55 and57 and2011 Bills 2, 3, and4.

• From the 1880sthroughthe 1930s,Oahuhada rich anddiverseperiodof
developmentthatincludedclassicexamplesof Victorian, Arts& Crafts,Colonial
RevivalandTudorstyleresidentialarchitecture.Today,thelegacyofthis
developmentis preservedlargely in photographs,becausestartlinglyfew
examplesofthesehomeshavesurvivedto themodernera.

• Theamountofpropertytax revenuelostto theeliminationofthepropertytax
exemptionfor historic homesis easilyquantifiable,andis atemptingtargetfor
cash-strappedcity government.However,carefulconsiderationshouldalsobe
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madeofthelesstangible,butveryreal, economiccostofpermanentlylosing
Hawaii’s historic homesto development.It shouldalsoberecognizedthatcertain
aspectsoftheState’sculturalandarchitecturalhistoryarepricelessand
irreplaceable,andthusneedto beprotected.

ProposedAmendmentsto the Tax Incentive for Historic ResidentialReal Property
Tax Exemvtion Provided Under Section8-10.22 RevisedOrdinances ofhonolulu
1990.

(1) Repealthe existinghistoric residential property tax exemptionfor oneyear
with the option to extendthe repealannually, at the City Council’s
discretion, for up to an absolutemaximumof 5 years.

Discussion: Thebudgetshortfalloutlinedby Mayor Carlisleis dire and theneedfor
increasedpropertytax revenueundeniable.Althoughtheeliminationof tax incentives
for programsintendedto preservetheState’sculturalheritagemaybeviewedby manyas
ill-conceived,shortsightedpublicpolicy, it can.alsobearguedthat desperatetimescall
for desperatemeasures.While it is acknowledgedthat this measureeffectively
eliminatesany immediateincentivefor homeownersto forgoalteringordestroying
historic structures,the temporarynatureof therepealshouldamelioratesoineofthis
concern.

(2) Upon thereinstatementof the property tax exemption, the tax exemption
shall equal 50% of thepropertyowner’s real property tax bill if the property
were not on the historic homesregistry.

Discussion:This measurewould likely go along waytowardappeasingcitizenswho
claimthatanear100%exemptionunfairlyallowspropertyownersto avoidpayingtheir
sharefor municipalservices.At thesametime,while it reducesthe currenttax
exemption,themeasurewould continueto offer ownersofhistoric homesasignificant
economicincentiveto preservetheirhomes.

(3) Providea S1:S2 property tax credit to ownersof historic homesfor
qualifying maintenancecostsand improvementexpendituresduringthe
periodin which thepropertytax exemption is repealed. The tax credit
would beallowed for up to SO% of the historic homeowner’sproperty tax
bill. Upon the reinstatementof the property tax, ownersofhistoric homes
would have the option eachyearof claiming the standard 50% property tax
exemptionor, alternatively, of claiming up to a 75% credit for $1:$2
improvements.

Discussion: Thismeasurecontainsreal economicincentivesto preserveandimprove
historic homesand,becauseit requiresthepropertyownersto investtheirownmoneyin
orderto receiveadditionaltax benefits,it shouldappeasemanycritics of thecurrent
ordinance.
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(4) Provide more stringentregistrationqualifications and improved
enforcementover what is currently provided in Ordinance 8-10.22.
Specifically, the regulation maywish to (1)expand the current definition of
visualaccessto a “reasonable man” standard, (2) contain provisions that the
require thehistorichomeownersto maintain the property, (3)require the
property owner to seekspecialapproval for any renovations or additions to
the homethat might, by a reasonableman standard, bedeemedto diminish
the architectural heritageor integrity of the property

Discussion: Thesesuggestionsareanacknowledgementthatthecurrentqualifications
for registrationareextremelyliberal andrequirelittle responsibilityofthe homeowner.
In exchangefor thehomeownerreceivingthe economicbenefitofthetaxexemption,this
proposalis aimedaincreasingtheresponsibilitiesofthehomeowner. Thethreeideas
introducedabovearemerelyintendedasstartingpoints.

(5) Providefor moreseverepunitive measuresfor thosehomeownerswho abuse
the spirit and/or letter ofthe Ordinance. Measuresmay include revocation
ofhistoric homeproperty tax exemption, repayment ofpasttaxes,and
separatefines and penalties. Becausethe City doesnot have funds available
to hire an enforcementofficer, it makessenseto have the public fill this role.
To this end, the City may wish to require eachhomeownerto display a clear
sign notinghis property’s statusas an historic homeand providing a phone
number for the public to call if there is reasonto believethat theproperty
doesnot meetthe criteria outlined in the ordinance. Failure to display the
sign in clear public view would result in additionalfines.

Discussion: Thisproposaladdressesthecurrentproblemof laxenforcementby turning
thetaskofmonitoringoverthepublic.


